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Minutes: All committee members present.

SEN. URLACHER: Called the meeting or order and opened up the hearing on SB 2158.

SEN. TAYLOR: appeared as prime sponsor with written testimony stating SB 2158 provides
for a tax credit against the financial institutions tax for scholarships provided to the Rural
Leadership North Dakota Program and that the idea behind the program is to give rural ND
citizens the skills needed to reinvigorate the state border to border. Rural Leadership gives you
the skills and tools you need to fix the problem.

SEN. BERCIER: asked if there was any discussion with regard to Tribal Colleges being
included in this, rural areas.

SEN. TAYLOR: Tribal members can apply for this program, they would go through the
existing program that’s done through NDSU Extension.

SEN. COOK: question on contributions by a tax payer, where a payer may be earmarked for use

by a designated recipient.
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SEN. TAYLOR: With community banks, they take applications from the across the state and
they may have someone in the community that has applied and is selected for the program, they
can then ear mark it for that participant because its from their community. If you have a home
town person that’s been selected, your home town bank could ear mark that money for their
scholarship.

SEN. COOK: the selection process would have already been made though, I assume.

SEN. TAYLOR; It could, actually it could go the other way too where as someone is pondering
at applying they could talk to their home town bank and say “I’m thinking about applying, is
there a chance that you would be interested in providing a scholarship?”.

SEN. WARDNER: questioned the cost per individual.

SEN. TAYLOR: The tuition is $2,000, its $1,000 for each of the two years. The value however
is pegged at about $11,000, so there is already a lot of other foundation and ____ support from
different folks involved in the program. But its $2000 out of pocket right now.

MARK JOHNSON: ND Assoc. Of Counties, also a member of the ND Rural Leadership
Council handed out two brochures on ND Rural Leadership and who appeared in support stating
this would be one way with helping students who are struggling and a good way to use this as a
tax credit. ND Leadership Program allows students to be eligible for a bank to have a credit.
BRENT EKSTROM: Member of the inaugural class of the RLND Program, and am also the
loan fund manage for the local regional council appeared in support stating he qualified for a
scholarship through the Dept. Of Commerce. A scholarship through the local area banks would

have enabled a lot more participation, a lot more people to be able to attend it. Also stating that a
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scholarship of this nature would be a huge benefit to not just the members of the program but
also to the community.

DON FORSBERG: Executive Vice-president for the Independent Community Banks of ND
appeared in support with written testimony stating SB 2158 has the intent of encouraging
contributions to help fund rural leadership for many of the smaller communities in ND.
Leadership within a community is one of the primary building blocks for economic & civic

development of the community. He also noted that the ND Bankers Assoc. Is in support of this
bill as well.

SEN. URLACHER: questions on percentages and explanation.

DON FORSBERG: the reason the percentage seems a little odd is because that is the amount of
the bank tax that actually goes to the counties and local communities. Banks pay a 7% total tax,

but roughly 2% goes to the state general fund.

KATHY TWEETEN: of the NDSU Extension Service appeared just to answer any questions
regarding the programs.

SEN. BERCIER: questions on Tribal Colleges working with NDSU Extension Service and if
Tribal students qualify.

KATHY TWEETEN: Stated there is a limit as to the number of students because its so
in-depth, this year they will be accepting 30 students and all Tribal students can apply.

NO OPPOSITION.

MARY LOFTSGARD: of the Tax Dept. Appeared to explain the fiscal note stating it has a

revenue impact of negative $25,000. That was simply by assuming that 10 banks would take the

maximum of $2,500. We really have no way of knowing how many banks might be interested in
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participating. This coming year, it will be $2,750. We just don’t know how many banks would

be interested at this point.
NO FURTHER TESTIMONY. Closed the hearing

DISCUSSION:

SEN. WARDNER: Stated that he will support this bill because of what has gone on is his
community and has seen what leadership does and its very positive. This is a very small
investment into leadership and its a good program. The fiscal note is very small to what the
benefits are going to be to the State.

SEN. URLACHER: noted its an investment to the future.

SEN. TOLLEFSON made a motion for DO PASS, seconded by Sen. Wardner.

Roll call vote: 6-0-0, Sen. Tollefson will carry the bill.




FISCAL NOTE
Requested by Legisiative Council
01/07/2005

Bill/Resolution No.: SB 2158

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
General |Other Funds| General ([Other Funds| General Other Funds
Fund Fund Fund
Revenues {$25,000)
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2003-2005 Biennium 2005-2007 Biennium 2007-2009 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

SB 2158 creates a tax credit for contributions made by a financial institution for tuition scholarships to Rural
Leadership North Dakota.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

If enacted, SB 2158 is expected to reduce state general fund revenues by an estimated $25,000. (This estimate
assumes ten financial institutions make qualifying contributions in the maximum amount allowed by the provisions of
SB 2158))

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

Name: Kathryn L. Strombeck Agency: Office of Tax Commissioner
Phone Number: 328-3402 Date Prepared: 01/14/2005
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REPORT OF STANDING COMMITTEE (410) Module No: SR-10-0523
January 17, 2005 10:34 a.m. Carrier: Tollefson
fnsert LC:. Title:.

REPORT OF STANDING COMMITTEE
SB 2158: Flnance and Taxation Committee (Sen. Urlacher, Chairman) recommends DO
PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2158 was placed on the
Eleventh order on the calendar.

{2) DESK, (3) COMM Page No. 1 SR-10-0523
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Minutes:

REP. WES BELTER, CHAIRMAN Called the committee hearing to order.

SEN. RYAN TAYLOR, DIST. 7, Introduced the bill. See attached written testimony.

REP. BELTER Currently, is this program being operated by financial institutions?

SEN. TAYLOR The do have a scholarship similar to this for private colleges and private high
schools in the state. This would be a new scholarship which financial institutions could get
credit for, for world leadership.

REP. CONRAD Is this the rural leadership through NDSU?

SEN. TAYLOR Correct.

REP. KELSH The students who are in the rural leadership program, are recent college
graduates or could be, what are their ages?
SEN. TAYLOR We will get some brochures for you. There are thirty students picked for the

two year program, ranging in age from 25 to 45, they are scattered throughout the state.
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REP. CONRAD This is for all of their expenses, travel and everything, about $5,000?
SEN. TAYLOR Actually, the tuition for the program right now is $2,750, if a financial
institution was going to step up and provide the scholarship, they could actually get a $2,500
scholarship with 50% credit. They do still have some out-of-pocket costs. The value of the
program with the resources that are put into it, is about $11,000.

REP. BELTER Are you wanting the tax credit in order to get additional people enrolled in

programs, is there a problem with financial institutions supporting this program currently?

SEN. TAYLOR Idon't know if | would say, I think they have moral support for the program, I

don't know that they are currently putting financial support toward it, this would be carrot that
would allow them to have an incentive to provide a scholarship for someone who is suitable for
the program. It is a fair bit of money, to have folks come into the program, $2,750.

REP. WEILER There is currently not a tax credit if I were to give somebody money to enroll
them?

SEN. TAYLOR It goes to the financial institution's tax.

REP. WEILER Right now, is that the only way people are enrolled?

SEN. TAYLOR Currently, they are enrolled on their own dime. We are just looking to find

some ways, and a lot of these towns where the students come from, have a strong home town
bank that would probably want to support them, and this is the carrot for them to do that. Right
now, the 30 students who are in there, are mostly paying it out of their own pocket.

REP. WEILER Why don't we broaden this to include anybody, why are we limiting it to

financial institutions?
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SEN. TAYLOR If we were to broaden it to a corporate income tax credit, or individual income
tax credit, that would certainly be looked upon with favor by the group. We do have some
lenders involved in the adversory council, we don't mean to limit it.

REP. BELTER Are these college students within the college?

SEN. TAYLOR They could be any range of age, they are probably not going to be in college
because it is a two year program, they will probably have graduated from college. They get
together once every two months or so. They have a number of different sessions, which deal
with different skill sets that have to do with leadership in North Dakota. They range in age from
25 to 45, they are probably working in a b1.13iness or have a business of their own, and are doing
this, generally, on week-ends.

SEN. RICH WARDNER, DICKINSON Testified in support of the bill. Stated there are

three individuals from Dickinson involved in the program. There age is from the late twenties to
the middle forty's. The program has guts, there is something behind it. One of the individuals
who was a county agent in Carrington, moved to Dickinson, and we are glad he is there. He is
about forty one years old. That is the kind of people you would be looking at. If this state is
going to grow, you got to have leaders. That is what this program is doing.

DON FORSBERG, EXECUTIVE VICE PRESIDENT FOR THE INDEPENDENT

COMMUNITY BANKS OF NORTH DAKOTA Testified in support of the bill. See attached
written testimony.

REP. WEILER Are the financial institutions able to write this donation off, currently?

DON FORSBORG Any deduction of this type would be allowed under current tax law.
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MARK JOHNSON, NORTH DAKOTA ASSOCIATION OF COUNTIES Testified in

support of the bill. Submitted a handout relating to leadership in North Dakota. This bill allows
the rural development leadership program to also be eligible for a bank to pick a candidate in a
local community and then be incentivized by a small tax deduction to support an individual to
attend this class.

REP. OWENS You said the bank picked someone, I thought before it was a tax credit for 50%

of a contribution to a scholarship fund that someone would then apply for, not the bank picking
someone.

MARK JOHNSON 1 believe the way the system currently works, students in high school can
go to a bank and urge them to consider them, but many times in local communities, banks
provide a scholarship and use this program and provide it to an institution and the institution
picks someone. In this case, a student that wants to go through the leadership could do one of
two things, go to a bank, urge the bank to sponsor them, but the money would not go to the
individual, it would go to the NDSU Extension Services Center.

REP. CONRAD Presently, this cannot be done with rural leadership?

MARK JOHNSON No

REP. CONRAD We have to pass this legislation so that the rural would have the same status?

MARK JOHNSON Yes
REP. GRANDE I want to know how I can be a part of this and have someone fund my running
for office too

MARK JOHNSON I think we might be carry this to some ultimate extreme. He gave an

example of a young lady who was interested in running for county commission. She entered this
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leadership program and got the confidence to run for county commission, came in fifth, I believe.
She will be back. In a rural community, having young people who want to run for local, county
and city boards, is that good or is that bad.

REP. GRANDE Did this program fund someone running for office?

MARK JOHNSON When they start this program, they have to pick a class project, there is no
funding for that class project, they do that on their own time. happened to be at the meeting
when she came back, she took a shot at it, but she lost. No money came from this program to
sponsor her in any kind of electoral campaign.

SEN. TAYLOR Spoke again, it is a competitive process to pick those thirty applicants, they do
have to go through a process.

With no further testimony, the hearing was closed.
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. COMMITTEE ACTION
REP. DROVDAL Made a motion for a do not pass.

REP. GRANDE Second the motion. Motion failed

REP. DROVDAL Stated that he thought the bank institutions are already allowed a deduction
when giving donations, and felt this was double dipping when they also got a tax credit.

The motion failed so the bill will be acted on at a later date.




2005 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2158

House Finance and Taxation Committee

Q Conference Committee

Hearing Date March 7, 2005

Tape Number Side A Side B Meter #
2 X 3.8

Committee Clerk Signature

Minutes:

. COMMITTEE ACTION

REP. DROVDAIL Made a motion for a do pass.

REP. NICHOLAS Second the motion. MOTION CARRIED

13 YES 1 NO 0 ABSENT

REP. SCHMIDT Was given the floor assignment.
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SB 2158: Finance and Taxation Committee (Rep. Belter, Chairman) recommends DO
PASS (13 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). SB 2158 was placed on the
Fourteenth order on the calendar.
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Testimony on SB 2158
Sen. Ryan Taylor
District 7

Good morning. For the record, my name is Ryan Taylor and I serve in the senate for District 7.
It's a pleasure to be before you today to introduce SB 2158.

SB 2158 provides for a tax credit against the financial institutions tax for scholarships provided
to the Rural Leadership North Dakota program. The language mirrors the language in 57-35.3-05
which provides a credit for scholarships public and private colleges in the state.

Like the current scholarship provisions, the credit is 50 percent of the contributions made by the
financial institution and may not exceed $2,500 for the taxable year or five and seven tenths of
the tax before credits.

I've been involved with the Rural Leadership program since its inception as a member of their
advisory council. Some of the ideas for the program may have come from a conversation I had
with NDSU President Chapman when he was in my hometown for an alumni lunch.

The idea behind the program is to give rural North Dakota citizens the skills needed to
reinvigorate the state border to border. The students in the program are selected based on their
potential to facilitate change and progress in the state. They come from all areas and all walks of
life. The program gives them two years of intense professional leadership training and a network
to support their work.

Students in the program are on the ground and already involved in their communities across
North Dakota. I think that makes it an awfully sound investment for the future of our state.
They've already made the initial commitment to our state, it's just a matter of giving them the
tools they need to make some good things happen.

I compare it to driving your car in some of our more remote areas and having it break down. If
you don't know how to fix it, you're in trouble and you can't count on a lot of traffic to have
someone drive along who can fix it for you. Some of our small towns are breaking down, rural
leadership North Dakota teaches them how to make the repairs and get things moving again.

This bill puts together a nice partnership between the financial institutions serving our state,
people who are vested and commited to making a life in our state, and our land grant university
that's able to give them the skills and the learning they need.

I'd be happy to answer any questions or step aside and let the others here make their testimony
that will fill in any of the information I missed.

Thank you.
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TESTIMONY OF DONALD FORSBERG

INDEPENDENT COMMUNITY BANKS OF NORTH DAKOTA

SB 2158 7{:{ X , P
January 17, 2005 A

Chairman Urlacher, members of the committee, for the record my name is
Don Forsberg, I am the Executive Vice President for the Independent Community
Banks of North Dakota. ICBND is a trade association for state and national banks
who are “Independent” for purposes of eligibility. Independent generally means
making primary customer and strategic decisions within the bank’s geographic
area within North Dakota; represented by a charter within North Dakota; is
committed to improvement of its marketing area and generally has the majority of
its loans in the local service area from which its deposits are drawn.

ICBND is asking for your favorable consideration of SB 2158 which has the
intent of encouraging contributions to help fund rural leadership for many of the
smaller communities in North Dakota. These smaller communities do not have the
infrastructure or funding to support leadership programs that are available in larger
communities. Leadership within a community is one of the primary building
blocks for economic & civic development of the community. The program offered

by NDSU Extension Service for “Rural Leadership Development” can assist in the

. training for future leaders within the communities in rural North Dakota.



However, this training is not without cost and that brings us to the purpose of this
bill. SB 2158 will provide a multiplier effect for contributions made to help fund
this program through offering a tax credit not to exceed 50% of the amount of the
contribution or $2,500 whichever is less.

ICBND asks that the members of this committee give this bill a DO PASS
recommendation.

I would be pleased to try and answer any questions you may have. Thank

Chairman Urlacher and members of this committee for this opportunity.



Testimony on SB 2158
Sen. Ryan Taylor
District 7

Good morning. For the record, my name is Ryan Taylor and I serve in the senate for District 7.
It's a pleasure to be before you today to introduce SB 2158.

SB 2158 provides for a tax credit against the financial institutions tax for scholarships provided
to the Rural Leadership North Dakota program. The language mirrors the language in 57-35.3-05
which provides a credit for scholarships private colleges and high schools in the state.

Like the current scholarship provisions, the credit is 50 percent of the contributions made by the
financial institution and may not exceed $2,500 for the taxable year or five and seven tenths of
the tax before credits.

I've been involved with the Rural Leadership program since its inception as a member of their
volunteer advisory council. Some of the ideas for the program may have come from a
conversation I had with NDSU President Chapman when he was in my hometown for an alumni
lunch.

The idea behind the program is to give rural North Dakota citizens the skills needed to
reinvigorate the state border to border. The students in the program are selected based on their
potential to facilitate change and progress in the state. They come from all areas and all walks of
life. The program gives them two years of intense professional leadership training and a network
to support their work. I think we can all think of examples where something good happens in one
town and not another because there was a local leader, a champion, there to drive the change.

Students in the program are on the ground and already involved in their communities across
North Dakota. I think that makes it an awfully sound investment for the future of our state.
They've already made the initial commitment to our state, it's just a matter of giving them the
tools they need to make some good things happen.

I compare it to driving your car in some of our more remote areas and having it break down. If
you don't know how to fix it, you're in trouble and you can't count on a lot of traffic to have
someone drive along who can fix it for you. Some of our small towns are breaking down, rural
leadership North Dakota teaches them how to make the repairs and get things moving again.

This bill puts together a nice partnership between the financial institutions serving our
communities, people who are vested and commited to making a life in our state, and our land
grant university that's able to give them the skills and the learning they need.

I'd be happy to answer any questions or step aside and let the others here make their testimony
that will fill in any of the information I missed.

Thank you.




